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PREFACE 


The Trade Agreements Act of June 12, 1934, under which the United 
States has concluded reciprocal trade agreements with twenty-seven 
countries, was originally adopted for a period of three years and has twice 
been extended for additional three-year periods. One of the most impor- 
tant matters due for consideration by the present Congress is the renewal 
of this Act. 

The purpose of the Government’s reciprocal trade agreements pro- 
gram, the results thus far obtained, and the possibilities for the future are 
discussed in this issue of International Conciliation. The pamphlet contains 
the text of the address made by The Honorable Sumner Welles, Under 
Secretary of State of the United States, before the Chamber of Com- 
merce of the State of New York on April 1, and an article by Alexander 
Stevenson, Research Assistant for the Division of Economics and His- 
tory of the Carnegie Endowment for International Peace. 


Nicuotas Murray Buter 


New York, April 10, 1943. 
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POSTWAR TRADE POLICIES OF THE UNITED STATES?! 
By SuMNER WELLES 


] am glad to have been afforded the privilege at this particular time of 
addressing a meeting of the Chamber of Commerce of the State of New 
York. 

We are passing through the gravest period in our national history. And 
while I am convinced that we, and the other peoples of the United Na- 
tions, have now reached that high plateau from which we can see in the 
distance the goal for which we fight, you and I know that the struggle in 
which we are engaged will still demand the utmost of which we are cap- 
able, and may still be far longer in duration than some of the more op- 
timistic of our fellow citizens sometimes believe. 

The American people are bravely and resolutely facing the great crisis 
of war. They are confident that the United Nations will obtain the un- 
conditional surrender of the Axis forces to which we are pledged. They 
are eager to do all they can, to make any sacrifice, to hasten that victory. 
But I want to speak to you briefly about another crisis that lies ahead, a 
crisis which no less than that on the many fighting fronts will determine 
the fate of the future generations of the people of the United States. 

The greatest single interest, the greatest single objective of the Ameri- 
can people, is to prevent the recurrence of war, to create a reliable and 
permanent peace. The thing that lies nearest the hearts of all of us is to 
avoid again sacrificing our young men on the field of battle, to avoid the 
untold suffering, heartache, and bereavement of war, and to avoid the 
huge economic cost of war and the social chaos that inevitably follows in 
the wake of all wars. 

I have no illusions whatever as to the difficulty of this task. In attempt- 
ing to put an end to war we face a problem that the human race has never 
yet been able to solve. But of one thing I am perfectly sure: the greatest 
obstacle to success is defeatism—the assumption that nations are by na- 
ture so antagonistic, that foreign peoples are so untrustworthy, or that 
the technical problems of constructing peace machinery are so great that 
the task is a hopeless one. 

For my part I do not consider it hopeless. I believe that from the mo- 
ment its hopelessness is generally denied, from the moment people aban- 


1 Text of an address delivered on April 1 before the Chamber of Commerce 
of the State of New York; reprinted by permission from The New York Times, 
April 2. 
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don a defeatist attitude and begin searching for ways to solve the problems 
presented, rather than for reasons why they can’t be solved, from that 
moment we will be well on the way to success in this greatest of all 
human undertakings. 

And I am even more convinced that unless the American people are 
willing to assume their fair share of responsibility for the maintenance of 
peace in the world of the future, by joining in the exercise of police pow- 
ers when that may be determined by international agreement to be neces- 
sary, and by participating in such other forms of international coopera- 
tion as may effectively prevent the rise of economic or political dangers, 
the peace of the world cannot be maintained. 

When the war is over we shall be faced with domestic problems of 
the utmost difficulty. We have enormously expanded our productive 
facilities in many lines of industry and agriculture. We shall be faced 
with the problem of maintaining the present level of employment and at 
the same time reabsorbing millions of demobilized soldiers. As a result of 
the war we shall have incurred an enormous debt and our people must 
bear the heaviest burden of taxation in their history. 

In the field of our international relations it will be necessary, in order 
to preserve the peace in which we have so much at stake, to supply our 
fair share of immediate relief for the millions of people left destitute in 
the wake of war. We must do this not only for humanitarian reasons but 
for reasons of purest self-interest. If we want the world in which we are 
to live to be a peaceful one, we must prevent international anarchy. There 
are no more disrupting forces than starvation and pestilence. 

The provision of our fair share of relief will help to keep our produc- 
tive facilities employed, but this will be at the expense of the already 
burdened taxpayer. In his interest, the relief period must be made as short 

as possible, which means that peoples in the devastated countries must be 
placed upon a self-reliant and a self-sustaining basis as rapidly as possible, 

From this standpoint, wise trade policies are essential. Foreign coun- 
tries can attain a self-sustaining basis only if there are markets for their 
products. Full employment of our men and resources can be maintained 
only if there are markets for our products. In a larger sense, also, sound 
international trade policies are essential in relation to our vital interests, 
They are essential, above all, from the standpoint of constructing a dur- 
able peace. 

Any organization whereby the nations who want peace will cooperate 
to enforce it would fall apart if the economic underpinning were unsound. 
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Unemployment, poverty, and declining living standards will not be tol- 
erated for long. Shortsighted measures will be resorted to. Peoples will in 
desperation take any action which promises momentary relief even if it 
means the destruction of world order and world peace. 

From whatever standpoint our domestic or our international problems 
are approached, it becomes apparent that in the postwar world an expan- 
sion of international trade is indispensable. Consider for a moment in 
elementary terms why this must be so. 

What would happen to the living standards of any of our States if 
their trade with the other States were shut off? The answer is obvious. 
Cut off any of our States from commercial intercourse with the other 
States, or seriously interfere with it, and you would create so grave a 
political issue as to threaten the destruction of the Union. Under such 
conditions, would these United States continue to act as a unit? 

Is it stretching the point in the least to ask similar questions about in- 
ternational trade? Suppose the trade of any one of the United Nations 
with the others were cut off or seriously disrupted. Would that nation, 
with unemployment lines growing and living standards sinking, cooperate 
wholeheartedly with the other United Nations in any common objective? 

It is highly significant that the tragic period between the wars was 
characterized by widespread trade warfare and by the fact that the spirit 
of cooperation among peace-loving nations was so weak that they did not 
unite against the Axis until war was actually upon them and their very 
existence was at stake. 

My purpose in mentioning these considerations is to focus your atten- 
tion on a question which must be acted upon by the present Congress of 
the United States. I refer to the fact that the Trade Agreements Act, 
which provides an effective means for international trade cooperation by 
the United States with other countries, in our own national interest, will 
expire in June unless the Congress shall meanwhile have renewed it. 

I doubt whether the vital importance of this legislation in relation to 
the crisis which lies ahead is fully realized by our people. Its importance 
goes beyond trade and employment; it is the first concrete test of whether 
we really intend to cooperate with the rest of the world in a matter that 
is essential, not only to the full solution of our domestic problems but to 
the construction of a durable peace. 

Let me recall to your minds the nature and significance of this piece of 
legislation. It was adopted in 1934 following the disastrous effects of suc- 
cessive tariff acts which closed this market to many foreign products 
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without regard to the interests of other countries, and without regard to 
the interests of American producers for export, of American consumers, 
and of the nation as a whole. 

It was adopted at a time when our own policy and that of other coun. 
tries consisted of cutthroat trade warfare, each country seeking by acts 
of economic desperation to benefit itself at the expense of others. It was 
enacted in a period of stark international trade anarchy which was part of 
a developing state of general anarchy in international affairs out of which 
grew the catastrophe of another world war. 

That was a period characterized by high and rising tariffs, quotas, ex- 
change controls, depreciated, currencies, clearing agreements, discrimina- 
tions, and every conceivable device for waging trade warfare that the in- 
genuity of man could devise. Our trade agreements program represented 
one spark of sanity in a world outlook that seemed wholly and hopelessly 
dark. 

We, as well as other countries, had seen our export industries all but 
destroyed, our surpluses backed up on the domestic market with ruinous 
effects on prices. Our export industries were sick and the buying power 
of the large and important interests dependent on foreign trade was rapidly 
shrinking. We saw the sickness spread throughout our economy. The de- 
cline of our foreign trade had contributed materially to creating the worst 
depression in our history. 

It was in these circumstances that the Trade Agreements Act of 1934 
was passed. It authorized the Executive to enter into agreements reducing 
our tariffs, within specified limits, in return for corresponding reductions 
in the barriers erected against our trade by foreign countries. In brief, it 
sought to substitute commercial peace for trade war. 

Under this Act we have negotiated some thirty agreements during the 
last nine years. In doing so we have approached the problem with the 
extreme care which circumstances so obviously required. 

We have been well aware of the fact that the tariff protection which an 
industry enjoys may have a very real relation to the welfare of the indus- 
try and the people employed in it. We have proceeded cautiously, realiz- 
ing that drastic action might cause serious dislocations and affect the 
livelihood of thousands of Americans. 

In the administration of the act we have sought to deal with conditions 
as they are, not to apply any theoretical conception of the way things 
should be if we were able to go back a hundred years and start our eco- 

nomic policies from scratch. 
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An effective interdepartmental organization has been developed with a 
view to bringing to bear upon each detailed question presented all the 
facts available. These facts are obtained from the Tariff Commission, the 
Department of Agriculture, the Department of Commerce and other in- 
terested agencies of the government, and interested private individuals. 

The approach is a highly selective, practical approach, not a broad 
theoretical one. The government experts who pool their knowledge in 
this work do not, as some thoughtless critics seem.to imply, spend their 
time discussing the philosophy of Adam Smith, or any other philosophy. 
They study the facts and considerations bearing on the question of what 
can be done to promote our foreign trade without creating serious dislo- 
cations in the process. 

The formulation of the provisions of any trade agreement concluded 
pursuant to the act is based on a minute examination of the problem in 
detail, industry by industry, product by product. 

I shall not burden you with the detailed procedural steps whereby 
recommendations as to the precise terms of these agreements are formu- 
lated for submission by the Secretary of State to the President, with a 
description of the great care that is taken to obtain and examine informa- 
tion and views submitted by business interests, or with the system of 
balances and checks whereby anything in the nature of arbitrary or 
capricious action is absolutely precluded. 

If you examine the agreements for yourselves, you will find in them the 
evidence of the truth of what I have just said. For example, you will find 
evidence that the approach is detailed and selective, rather than sweeping 
and academic. You will find great variation in the extent of the reductions 
made in our tariff within the 50 per cent limitation provided for in the law. 

You will find that the concessions made will vary from no reduction 
at all, that is to say, a mere binding of the present duty or duty-free 
treatment, to 5, 10, 15 down to the full 50 per cent, not a sweeping uni- 
form reduction to the full extent permitted by the law such as might 
result from the nonselective application of any general formula or theory. 

You will note also the changes made in classifications. Ask yourself 
why these have been made. You will find that the purpose is to segregate 
for duty reduction those types or classes of a product the importation of 
which is of special importance to the particular foreign country con- 
cerned and of less importance to American production. In this way we 
have been able, where need arose, to promote our foreign trade while re- 
ducing to a minimum the competitive impact that would result if the 
breakdown in the classification had not been made. 
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Ideas regarding such reclassifications have sometimes been obtained 
from the business interests concerned who have indicated categories of a 
product with the importation of which they would not be seriously con. 
cerned. In other cases, the main reason for reclassification has been the 
common-sense desire to retain bargaining power for use in later agree. 
ments. 

In examining the agreements you will also note that some of the duty 
reductions apply only to specific seasons, or to specified quantities (so- 
called customs quotas). While such reductions are designed to increase 
our foreign trade, they at the same time take into account, as the act 
says, “the characteristics and needs of various branches of American 
production.” 

These words of the Act have real meaning and importance. The par- 
ticular situation in each industry concerned is carefully examined and 
fully taken into account in the negotiation of these agreements. 

In connection with the administration of the Act, let me refer to one 
point on which there is a good deal of misconception. 

People often speak of the trade agreements “made by the State De- 
partment.” Failure to recognize the part played by the Tariff Commis- 
sion and the Departments of Commerce, Agriculture, and Treasury in the 
formulation of these agreements does serious injustice to those agencies 
and to the numerous highly qualified and devoted experts whose work has 
made this program the success it has been. Indeed, the factual material, 
the expert analysis of it, and the recommendations as to what action 
should be taken are predominantly the work of these other agencies, 
rather than that of the State Department. 

The réle of the Department of State is to mobilize and coordinate the 
resources and effort of all the other agencies of the government that may 
be concerned and, with the assistance of these agencies, to perform its 
function of carrying on the international negotiations involved. 

The terms of the agreement which are the subject of the negotiations 
are not by any means solely of the State Department’s making. Any 
offer to a foreign government with respect to a reduction in our tariff 
or any request to a foreign government for a reduction in a trade barrier 
against American exports, or any other provision of these agreements, 
no matter how detailed, is referred for recommendation to the Trade 
Agreements Committee, upon which all of the agencies concerned are 
represented. 

The negotiations take place on the basis of a detailed draft prepared by 
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this committee and approved by the Secretary of State and by the Presi- 
dent. The State Department in the course of the negotiations does not 
deviate in the least from that draft without referring any proposed devia- 
tion to the Trade Agreements Committee and getting its decision upon it. 

When agreement has been reached and the new rates are put into 


“effect, the Act provides that they “shall apply to articles the growth, 


produce or manufacture of all foreign countries,” with, of course, appro- 
priate provision for suspension in the case of any country which discrim- 
inates against our products. 

Under this provision we extend to all friendly foreign countries the 
concessions that we grant to any one, and we expect and ask them each 
to do the same for us. 

The only exception on our side is for our special preferential arrange- 
ment with Cuba. This provision constitutes the so-called unconditional 
most-favored-nation clause, which could better be described as the clause 
against discrimination. It has been somewhat criticized, as a result of 
what I can only think of as a misunderstanding of its purpose and effect. 

That purpose and effect is simply to prevent discrimination. The pol- 
icy against discrimination in international trade was not invented at the 
time the Trade Agreements Act was passed. It goes back to our first 
commercial legislation, in the time of President Washington, and has 
been followed, with some vacillation, ever since. 

The recent occasion on which the policy was most thoroughly dis- 
cussed was in the administration of President Harding, when Mr. Hughes 
was Secretary of State. The correspondence of 1923 and 1924 between 
Secretary Hughes, President Harding, chairman Culbertson of the Tariff 
Commission, and Senator Lodge, then chairman of the Foreign Relations 
Committee of the Senate, has been published and is most illuminating. 
Mr. Hughes summed the whole matter up accurately in one of his in- 
cisive sentences: “Either we are to have a policy of discrimination or a 
policy of obtaining immunity from discrimination.” 

Needless to say, the second alternative was the course which was 
adopted. The Trade Agreements Act embodies the same view. I cannot 
believe that any business man would prefer the other policy. For if we 
applied two tariff rates, depending on the place of origin of goods, we 
would discriminate against every country whose goods took the higher 
tate, and we could properly expect them to do the same toward us. I 
know of nothing so calculated to disrupt the orderly conduct of private 
trade as such a system of reciprocal discriminations. 
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There is one further general aspect of the Trade Agreements Act and of 
the agreements concluded under it to which I wish to invite your particy. 
lar attention. This is a matter of first and fundamental importance to 
every American business man. 

You will look in vain for any provision whereby the Government of 
the United States, as a government, undertakes to buy or to sell anything, 
You will look in vain for any provision whereby this government or any 
agency of it participates in the conduct of business. 

The Trade Agreements Act is based upon the philosophy that it is the 
function of private enterprise to develop our foreign trade. It is based on 
the idea that the profit motive coupled with American efficiency, ingenu- 
ity, and enterprise will create for us the largest and best foreign com- 
merce, from which the whole nation will benefit. 

You will find from a thoughtful examination of the agreements con- 
cluded under this authority that all the government has done has been to 
reduce in so far as practicable governmental obstacles to private trade, to 
create opportunities for American business men who may want to take 
advantage of such opportunities. 

I may add that even during the unsettled period during which these 
agreements were negotiated, American business men did take advantage 
extensively of the opportunities created for them, with benefit to them- 
selves, to our whole economy, and to the foreign countries with which 
the agreements were concluded. 

There is no question whatsoever that both in the interest of American 
prosperity and living standards and in the interest of creating conditions 
conducive to peace, we must foster trade with other countries. These are 
vital interests, for reasons which I have indicated. They are compelling 
and overriding considerations. Any person or party in a position of re- 
sponsibility must face them. 

There has been vigorous but misguided opposition to these agreements 
by special interests who insist on a virtually complete monopoly of the 
domestic market and who object to facing any foreign competition at all. 

If the effort to develop a thriving foreign trade in the traditional Amer- 
ican way, as contemplated in the Trade Agreements Act, should be 
thwarted by such opposition, other ways inevitably will have to be found 
to meet the overriding requirements I have mentioned. 

Doubtless there are some who would favor actual government trading. 
If private interests will not let private enterprise do what is essential in 
the national interest, then pressure of necessity will force the adoption 
of other methods. 
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For my part, I consider it of vital importance to the continued func- 
tioning of this democracy that American foreign trade, as well as other 
economic activities, be handled in the American way. 

] am revealing no State secret when I say to you that one of the gravest 
doubts which exists in the minds of our partners of the United Nations 
today is the doubt as to what the policy of the United States will be when 
the victory is won. They remember that when the victory of 1918 had 
been achieved, this great country of ours withdrew from almost every 
form of practical cooperation with its former allies in the great task of 
constructing that kind of world in which we and all other peace-loving 
and liberty-loving peoples could securely and profitably live. In very 
truth, we won the war, and made no effort to win the peace. 

Our allies are asking themselves now whether we will again follow that 
same course. In a very real sense the decision that will be made with 
regard to the renewal of the Trade Agreements Act will be regarded by 
peoples throughout the world as an acid test of our future intentions. They 
will see in that decision a clear indication as to whether the people of the 
United States have determined upon a policy of international coopera- 
tion for the future, or whether they will once more turn back to that road 
of isolation which leads to inevitable disaster. 
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THE RECIPROCAL TRADE AGREEMENTS PROGRAM 


By ALEXANDER STEVENSON 
























A. SuMMARY AND CONCLUSIONS the m 
The primary aims of the Reciprocal Trade Agreements Act are the ex. am 
pansion of our exports through the reciprocal reduction of tariff and . 
other obstacles to trade, and the restoration of multilateral trade on the All ix 
basis of equality of treatment. The United States is now the largest cred} yeify 
itor nation in the world. Its export industries are of vital importance to cent 
large sectors of the national economy. In view of these two facts itis} py, 
essential that unreasonable barriers against imports should be lowered.| gates 
Under the trade agreements program concessions, within the limits fixed | fee fr 
by Congress, are granted on imported products only after thorough negoti 
analysis of all information available from official and private sources} An, 
only when such concessions are in the national interest, and only when 
concessions on export products are obtained in exchange therefor. In this 
manner the trade agreement program accomplishes the essential lowering} shroad 
of barriers to imports. more | 
Opponents of the program have contended, on the one hand, that the} aie 
Act involves an unconstitutional transfer of legislative power to the Ee} jo4e , 
ecutive and, on the other, that it delegates legislative discretion to the the prc 





Executive without adequate direction. Trade agreements are not treaties, 
but international executive agreements, entered into pursuant to law, 
which do not require subsequent House or Senate approval. These have 
been recognized instruments of United States foreign policy since the 

















early days of the Republic and in matters relating to tariffs their const- sedges 

tutionality has been upheld by the courts. Sestes 
Throughout the history of this country Congress has repeatedly granted} oouneri 

to the President broad discretionary powers in the regulation of foreign} i. pos 

commerce. Under the Reciprocal Trade Agreements Act he can act only 

according to standards and within limits expressly prescribed by Con 

gress. There seems no justification, therefore, for the view that the dele 

gation of legislative discretion is unconstitutional. The record of consent 

to treaty ratification by the Senate (which requires a two-thirds vote) 

makes it obvious that most of those who advocate such consent for tradé} The. ) 

agreements in fact wish to nullify the act. in the f 
The increasing complexities of a modern tariff schedule and the growth straight 






of powerful tariff lobbies have rendered some revision of congressional 
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tariff-making procedures politically desirable if the welfare of the nation 
as a whole is to be safeguarded. Under the trade agreements procedure 
Congress prescribes broad general policies in tariff matters and lays down 
the means whereby these policies are to be executed. The elaborate inter- 
departmental machinery set up to carry out the trade agreements pro- 

has given the United States a more expert, careful, and democratic 
method of dealing with tariff problems than it has ever possessed before. 
All interested parties have the opportunity for a full hearing and their 
welfare has been sympathetically considered, but special or sectional in- 
terests have not been allowed to override the best interests of the nation. 

Examination of the concessions obtained and granted by the United 
States makes it plain that our exporters have secured considerable bene- 
fits from the program. There is no truth in the charge that the American 
negotiators have been consistently out-bargained. 

Analysis of available foreign trade figures shows conclusively that the 
program, operating under increasingly difficult conditions, has done much 
to revive our foreign trade and to protect it from adverse discrimination 
abroad. It has made a very significant contribution to the restoration of 
more prosperous conditions in this country. 

Although the spread of war has done much to hamper the effects of the 
trade agreements for the present time, there is urgent need to continue 
the program, both as a proved instrument of commercial policy, and as a 
specific contribution to the promotion of those principles of commercial 
policy—the scaling-down of tariffs and other obstacles to world trade, 
equality of trading opportunity, and the removal of discriminatory trad- 
ing methods—to which the governments of the United Nations have 
pledged themselves. By extending the program at this time, the United 
States will inspire confidence that it intends to cooperate with other 
countries in creating conditions favorable to prosperity and security in 
the postwar world. 


B. Tue Piace or THE ReciprocaL TRADE AGREEMENTS 
ProGRAM IN AMERICAN Po .icy 


1. Analysis of the Act 


The provisions of the measure passed by Congress on June 12, 1934, 
in the form of an amendment to the Tariff Act of 1930, are simple and 
straightforward. They mark an important turning point in American 
commercial policy. The Act authorizes the President “whenever he finds 
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. . . that any existing duties or other-import restrictions of the United 
States or any foreign country are unduly burdening and restricting the 
foreign trade of the United States. . .” 

1) to negotiate executive agreements for the reciprocal reduction of 
these restrictions, and z) to proclaim such adjustment “of existing duties 
and other import restrictions . . . or such continuance . . . of existing cu 
toms or excise treatment . . . as are required or appropriate to carry out” 
such agreements. ‘“‘No proclamation shall be made increasing or decreas. 
ing by more than 50 per centum any existing rate of duty or transferring 
any article between the dutiable and free lists.”” These proclaimed duties 
shall “‘apply to articles the growth, produce or manufacture of all foreign 
countries,”* but “the President may suspend the application (of the pro- 
claimed duties) to articles the growth, produce or manufacture of any 
country because of its discriminatory treatment of American commerce 
or because of other acts or policies which in his opinion tend to defeat 
the purposes” of the Act. In this, one of the most significant and cer 
tainly the most frequently misunderstood provisions of the Act, it is 
thus made clear that the commercial policy of the United States holds 
“an equal and impartial hand; neither seeking nor granting exclusive 
favors or preferences”’;? but offering equality of treatment to all. This 
does not mean that when we extend trade-agreement concessions to third 
countries not discriminating against American commerce, we receive 
nothing in return. It merely means that we grant minimum tariff treat- 
ment and freedom from discrimination in return for minimum tariff treat 
ment and freedom from discrimination. Thus, when a country with which 
we have signed a trade agreement, concludes commercial treaties ot 
agreements with any other country, we automatically receive the bene 
fits of the concessions granted to this other country. Many countries 
with which we have no commercial treaties or trade agreements provid- 
ing for such fair treatment, on a reciprocal basis, nevertheless accord 
such treatment to American commerce in order to protect their trade 
against the possibility of differential United States tariffs. The program 
has the advantage over unilateral tariff reduction that it exercises, through 
this principle of equality of treatment, a liberalizing influence on the 
commercial policies of other nations and establishes a means of combat 
ing the narrow policies of discriminatory bilateralism which did so much 


1 The long-standing preferential treatment granted to Cuba is, however, 


recognized. 
2 Washington’s Farewell Address. 
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to cripple world trade in the interwar years. It represents a practical, 
down-to-earth method of maintaining the existing competitive position 
of our products in the markets of the world. : 

Trade agreements concluded under the Act may be in force initially 
for a period of not more than three years, but may continue in force there- 
after until either of the contracting governments gives due notice of in- 
tention to terminate the agreement.® The authority delegated to the Pres- 
ident by the Act, which was limited to a period of three years, has since 
been extended by Congress, without amendment, for successive three- 
year periods in 1937 and 1940, to June 12, 1943. 

Clearly the exercise of Presidential authority to adjust rates of import 
duty affects directly important American business and consumer inter- 
ests, notably those of domestic exporters, domestic producers of goods 
subject to high tariffs, and, too frequently ignored, those of domestic 
consumers. It is therefore essential that concessions finally arrived at 
should be based not upon mere haphazard bargaining, but upon accurate 
information and careful analysis of the various factors affecting these 
domestic interests. Accordingly it is provided in Section 4 of the Act, 
that when an agreement is contemplated with any foreign country, “‘rea- 
sonable public notice of the intention to negotiate an agreement . . . shall 
be given in order that any interested person may have an opportunity to 
present his views to the President, or to such agency as the President may 
designate, under such rules and regulations as the President may pre- 
scribe”; and that before any such agreement is concluded “‘the President 
shall seek information and advice with respect thereto from the United 
States Tariff Commission, the Departments of State, Agriculture, and 
Commerce and from such other sources as he may deem appropriate.” 
Under this provision there has developed a highly effective organization 
which will be described below, for the holding of public hearings and the 
collection by other means, of information possessed by business men and 
producers, and alongside it, a smoothly working interdepartmental or- 
ganization of impartial experts. In this way it is insured, that concessions 
are given only after careful study of all the facts, that concessions re- 
ceived will prove of definite advantage to United States exporters and to 


8“Escape clauses” are included in all except one of the agreements. Such 
clauses provide that under certain special circumstances, such as the imposi- 
tion of quotas by the other country, wide variations in exchange rates, and 
unexpectedly large imports from third countries of articles on which conces- 
sions have been granted, either country may terminate the agreement on short 
notice, usually thirty days, if no satisfactory adjustment can be made. 
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the domestic economy, and that the general welfare will not be sacrificed 
to the particular interests of vocal and politically powerful pressure 
groups. 

In some respects the reciprocal trade agreements program, dedicated 

as it is to the reduction of barriers to foreign trade, represents a break 
with the past, a reversal of the traditional policy of the United States, 
Ever since the Civil War high protectionism has generally been the watch 
word of American commercial policy. With but few exceptions subse. 
quent tariff legislation enacted in this country has meant a direct or in 
direct upward revision of existing rates, culminating in the preposterous 
a levels of the ill-starred Hawley-Smoot Act of 1930. 
‘Tariff-making procedure under the present Act provides a more effec. 
tive and practical method of making tariff changes than the method of 
general revisions in American tariffs by unilateral Congressional action, 
We thus obtain reciprocal reductions in foreign countries’ barriers against 
our products, a result not necessarily and certainly not immediately ob- 
tained following a general downward revision of the United States tariff 
alone. 

In the following sections we shall examine the conditions which made 
a change in our tariff policy necessary and at the same time investigate 
some of the main criticisms, including the claim that the Act is uncom 
stitutional, which have been leveled against the Hull program. 





















2. The Position of the United States in the World Economy 


Wars have always bred increased economic nationalism and that of 
1914-18 was no exception. When existing lines of communication are 
threatened or disrupted, dependence upon foreign countries becomes 4 
source of military weakness. Inevitably, for reasons of military strategy, 
nations at war must produce within their own boundaries or obtain from 
new sources the supplies of food and materials necessary for the prosec 
tion of the war. Cost in money terms is no longer of primary importance, 
The industrial structure of both belligerent and neutral countries is dis 
torted, new industries arise and agricultural production is expanded t0 
the utmost. 

Great changes of economic structure took place during the war of 
1914-18. The United States, which before 1914 had been a substantial 
debtor on capital account, using its excess of exports to pay the interest 
on its outstanding obligations to the countries of Western Europe, emerged 
with dramatic suddenness as a mature creditor nation, but also with its 
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export industries still further expanded. Its position may well be com- 

ed with that of Great Britain at the close of the Napoleonic Wars a 
century before. From that conflict Britain, having made substantial loans 
to her Continental allies, emerged as the foremost industrial country of 
Europe and a creditor nation on international account. The history of 
British commercial policy in the post-Napoleonic period is chiefly con- 
cerned with the losing rearguard action fought by the protectionist land- 
lords and the gradual but persistent reduction of barriers to the importa- 
tion of goods. 

The problems of economic demobilization after the war of 1914-18, 
similar in character if immeasurably greater in magnitude, were, how- 
ever, never squarely faced. Drastic economic readjustments were re- 
quired in almost every country if international equilibrium was to be 
restored. In the United States one might have expected that barriers to 
imports would have been lowered. Only thus could payment have been 
collected on foreign debts and exports. However, the United States 
raised its tariff rates when it was feared that the first postwar crisis would 
expose the vulnerability of many of the war-stimulated industries. By 
extending loans to Europe and elsewhere we managed to maintain a con- 
siderable commodity export surplus for the best part of a decade. But a 
policy of sending goods abroad and accepting in return promises to pay 
while at the same time making it more difficult for the debtor countries 
to honor these promises, could not continue indefinitely. When the flow 
of credit ceased abruptly, disaster to our export trade could no longer 
be staved off. In the unprecedented crisis and depression that followed, 
almost every country rushed to adopt new emergency weapons of eco- 
nomic nationalism—quantitative limitation of imports by licensing sys- 
tems, quotas, and exchange control—in order to ward off threatened 
economic and financial chaos. The passing of the Hawley-Smoot Tariff 
Act in 1930 gave considerable impetus to the spread of economic nation- 
alism. Reprisals were immediate. Spain raised its duties, some of which 
were later reduced in certain agreements, but the reduced rates were not 
extended to the United States. Switzerland boycotted American goods; 
Canada raised tariffs, adopted a system of customs valuation which dis- 

criminated against the United States, and lent additional support to the 
movement in favor of British imperial preference which was realized at 
Ottawa two years later. 

The effects upon international commerce were startling. Between 1929 
and 1932 world trade shrank to one third of its former value. In the United 
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States, the situation was particularly serious. Its foreign trade had sunk 
to but 30 per cent of its 1929 value, business activity continued at lowest 
depression levels and huge surpluses, notably of agricultural goods, which 
formerly had been sold abroad, glutted the domestic markets. 

However, a growing section of American opinion had come to believe 
that a full and stable domestic recovery could not take place unless ac. 
companied by a recovery in foreign trade. For some time prior to 1934 
support had been increasing for a policy of bilateral trade negotiations 
based upon the principle of equality of treatment as the policy best suited 
to attack the problem of trade restrictions. This movement culminated in 
the passing of the Reciprocal Trade Agreements Act. This Act recog. 
nizes the basic link between imports and exports and aims at a moderate 
tariff policy which the international position of the United States had 
long rendered economically essential. The fundamental economic neces- 
sity of this measure was clearly recognized by the House Committee on 
Ways and Means. In 1937, after reviewing the progress of the trade 
agreements program, the Committee stated: 


Our net creditor position and our desire to maintain and expand our export | 


trade, render desirable and necessary a growing volume of imports, provided 
only that they do not disrupt and dislocate domestic industries but, rather, 
contribute to a rising prosperity in which all branches of our economic life 
may share. The caution with which the trade agreements program has been 
administered in this latter regard; the higher levels of prices and prosperity in 
the very industries in which duties have been reduced, as well as in , 
and the nature of the increased imports as indicated by the foregoing analy- 
sis—all attest to the fact that the adjustments that have been taking place are 
fundamentally in the economic interest of the country as a whole.4 


3. Is the Reciprocal Trade Agreements Act Constitutional? 


One of the most persistent objections to the Hull program has come 
from those who claim that it does not provide for adequate legislative 
control. The burden of this attack revolves around two questions: 1) 
Are the trade agreements treaties, which require the advice and consent 
of at least two thirds of the Senate? 2) Has Congress, in empowering the 
President to modify existing import duties, delegated its legislative powers 
in violation of the provisions of the Constitution in that regard? 

In the first place reciprocal trade agreements are not treaties, but in- 
ternational executive agreements which do not require Senate ratifica- 


475th Congress, rst Session, House of Representatives, Committee on 
Ways and Means, Rept. No. 166, February 1, 1937, p. 7. 
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tion. Precedent for such agreements goes back to 1784 and they have 
become an established instrument of United States foreign policy.5 On 
the two occasions when executive agreements relating to tariff questions 
have come before the Supreme Court, their constitutionality has been 
upheld.® 

A glance at the record of Senate action on reciprocity treaties makes it 
abundantly clear that most of those who would require the submission of 
reciprocal trade agreements to the Senate wish thereby to render the 
program useless. Of the twelve reciprocity treaties concluded under the 
Tariff Act of 1897, not one even came to a vote in the Senate. The few 
reciprocity treaties which have been ratified, such as for example those 
with Canada in 1854, with Hawaii in 1875, and with Cuba in 1902, were 
approved by the Senate for political rather than for economic reasons. 
Faced with this record one cannot but conclude with the authors of The 
Federalist that ““To give a minority a negative upon the majority (which 
is always the case where more than a majority is requisite to a decision), 
is, in its tendency, to subject the sense of the greater number to that of 


| the lesser”? Let there be no mistake on this point. Requiring that trade 


agreements be approved by two thirds of the Senate would be practically 
equivalent to insuring that no new trade agreements would go into effect. 

In the secorid place, Article I, Section 8, of the Constitution provides, 
in part, that “the Congress shall have power to lay and collect taxes, 
duties, imposts and excises . . . to regulate commerce with foreign na- 
tions... .” It is by resorting to the executive power invested in the Presi- 
dent by the Constitution, which includes all power to negotiate with 
foreign governments, that Congress enables him to carry out in its behalf 
the policies which it has prescribed. It thus clearly grants him substantial 
discretionary power. However, the question is sometimes raised whether, 
in the Trade Agreements Act, the legislature has defined clearly enough 
its objectives and the standards to be applied by the President in carrying 
them out. 

Rather broad power to modify tariff rates has been delegated to the 
President before. Section 3 of the Tariff Act of 1890, for example, gave 


5Cf. McClure, Wallace, International Executive Agreements (New York, 
1941) and Larkin, J. D., Trade Agreements: A Study in Democratic Methods 
(New York, 1940). 

6 Field v. Clark, 143 U.S. 649, 681, 694, (1892) and B. Altman and Co. 
v. U.S. 224 U.S. 583, 601 (1912). 

7 The Federalist, No. XXII. 
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him power to impose penalty duties on some commodities when imported 
from countries whose duties on American products were, in the opinion 
of the President, “unequal and unreasonable.” The constitutionality of 
this Section was contested and upheld by the Supreme Court in the cage 
of Field v. Clark. Justice Harlan’s opinion is worth quoting. “That Cop. 
gress cannot delegate legislative power to the President is a principle uni- 
versally recognized as vital to the integrity and maintenance of the 

tem of government ordained by the Constitution. The Act of October i, 
1890, in the particular under consideration, is not inconsistent with that 
principle. It does not, in any real sense, invest the President with the 
power of legislation. . . .” Again, in Section 315 of the Fordney-Me. 
Cumber Tariff Act of 1922, substantially reenacted in Section 336 of the 
Hawley-Smoot Act of 1930, both passed by Republican Congresses, the 
President was authorized to raise or lower existing rates of duty to 
equalize costs of production of like or similar products in the United 
States and in competing foreign countries. This provision, which pur- 
ported to put the tariff on a scientific basis, but which is actually anything 
but scientific,® was attacked as an unconstitutional delegation of legisl- 
tive power in the case of J. W. Hampton, Jr., and Co. v. United States— 
276 U.S. 394 (1928). The Court, however, upheld its constitutionality, 
Chief Justice Taft, who delivered the opinion, saying, “If Congress 
shall lay down by legislative act an intelligible principle to which the per- 
son or body authorized to fix such rates is directed to conform, such 
legislative action is not a forbidden delegation of legislative power.” 


8 In testifying on April 27, 1934, before the Senate Committee on Finance, 
in hearings on the Reciprocal Trade Agreements Act, the Hon. Robert L. 
O’Brien, at that time chairman of the United States Tariff Commission, said 
in part: 

“. .. the notion that you can obtain costs of production; the notion that you 
ought to obtain them; the notion that tariffs between countries should rest 
upon differences in costs of production, even if omniscience should give wu 
the power to determine them, is all wrong. . . on some things you ought t 
have a tariff greater than the difference in the cost of production; other thi 
less than the cost of production. . . . If anyone would tell us what the exact 
difference in the cost of production of all the commodities in the world was 
between this country and the chief competing country, that difference ought 
not to be the tariff. To start with, it would be changing all the time. It would 
not last one month, in any event. . . . We call this a flexible tariff. It is not. 


Nothing that stands still for ten years, when the cost fluctuates from sixfold 
to one, when the price has been six times as high in one period as in another, 
can be called flexible.” (Pp. 143-4, Hearings on H. R. 8687 before the Com- 
mittee on Finance, United States Senate, April 26-May 1, 1934.) 
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In passing the Irade Agreements Act, Congress placed definite limita- 
tions upon the authority delegated to the President, and then set up an 
“intelligible principle” to be followed by him in exercising the delegated 
authority within the field fixed by these limitations. The authority, to 
“enter into foreign trade agreements with foreign governments” and to 
“proclaim such modifications of existing duties and other import restric- 
tions, or such additional import restrictions, or such continuance, and for 
such minimum periods, of existing customs or excise treatment of any 
atticle covered by foreign trade agreements, as are required or appropri- 
ate to carry out”’ the agreement, is subjected to the limitation that no 
such “proclamation shall be made increasing or decreasing by more than 
so per centum any existing rate of duty or transferring any article between 
the dutiable and free lists.” In addition to laying down the 50 per cent 
limitation, these provisions restrict the changes which the President may 
make to those necessary to carry out an agreement in which reciprocal 


* | concessions are granted by each contracting party. 


The “intelligible principle” to be applied within these limitations is the 
reduction of “duties or other import restrictions of the United States or 
any foreign country,” which the President finds “are unduly burdening 
and restricting the foreign trade of the United States” and the modifica- 
tion of which will result in “expanding the foreign markets for the prod- 
ucts of the United States.” In thus making markets “available to those 
branches of American production which require and are capable of de- 
veloping such outlets,’ “by affording corresponding market opportun- 
ities for foreign products in the United States,” the changes made shall be 
“in accordance with the characteristics and needs of various branches of 
American production.” Surely this is a far more “intelligible principle” 
than the vague and unscientific cost of production formula of the Tariff 
Acts of 1922 and 1930. The Act adds, to facilitate the President in apply- 
ing this principle, that an opportunity shall be given for any interested 
person to present his views, and also directs the President to seek infor- 
mation and advice from the Tariff Commission, and the Departments of 
State, Agriculture, and Commerce.® 

It thus seems clearly established that there is nothing unconstitutional 
either in the tariff-making process under the Trade Agreements Act or 
in the delegation of power contained in it. In passing the Trade Agree- 





9 For an excellent discussion of the constitutionality of the Act see Sayre, 
Francis B., ‘‘Constitutionality of the Trade Agreements Act,” in Columbia 
Law Review, Vol. 39 (1939), pp. 751-775: 
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ments Act Congress simply set up an agency to carry out its policy, 
within the limitations and in accordance with the standards which jt 
prescribes. 


4. Tariff-Making Old and New?” 


In the early history of this country a tariff bill was a comparatiy 
simple measure and contained relatively few items. The Tariff Act of 
1857, for example, covered less than three pages and could thus easily be 
scrutinized by every Congressman. With the development of a comple 
industrial organization, however, schedules grew longer and more com. 
plicated. Items in the Hawley-Smoot Act of 1930, for example, filled over 
a hundred pages. As a member of the Ways and Means Committee who 
took part in the writing of that bill confessed, “In a tariff bill there ar 
many thousands of items to consider, each one a business in itself. There 
is no man, living or dead, who has ever had the capacity to master 4 
problem or a bill of such infinite variety as a modern tariff bill.”™ 

The inevitable result was that this so-called “democratic process of 
tariff legislation’’ became a sham and a mockery. In connection with the 
Tariff Act of 1930, for example, volumes of testimony by interested 
groups were taken and the bulk of the evidence was obviously biased in 
favor of those minority groups who stood to benefit directly by tariff pro- 
tection. The majority members of the House Ways and Means Committee 
actually drafted the tariff rates in secret and there is abundant evidence 
that in preparing the schedules Congressmen often based their decisions 
on information received from interested groups.’ When the bill was 
brought to the floor of the House, the rules under which it was discussed 
were so designed as to leave control in the hands of the fifteen majority 
members of the Ways and Means Committee, any changes made being 
thus dependent on them. Duly approved, the bill then went to the Sen 
ate, and more public hearings were held by the Committee on Finance, 
Thereafter, further amendments were introduced and the bill was putin 
its final form in closed sessions of a conference committee of five men- 
bers from both houses. Throughout the proceedings there is ample eve 


10 For a full discussion of Congressional tariff-making procedure, cf. Lar 
kin, J. D., op. cit., pp. 89-109, and Schattschneider, E. E., Politics, Pressure 
and the Tariff (New York, 1931), Part 1. 

11 Congressman Frederick M. Davenport, quoted in Myers, W. S., The 
American Government of Today (New York, 1931), p. 219. 

12 Cf. Schattschneider, E. E., op. cit. chap. 1V and Gayer, A. D., and 
Schmidt, C. T., American Economic Foreign Policy (New York, 1939), chap. |. 
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dence of the influence of powerful pressure groups acting to the detri- 
ment of the interests of the country as a whole.!® As Senator Arthur 
Capper admitted, ““We do not write a national tariff law. We jam to- 
gether, through various unholy alliances and combinations, a ‘pot pourri’ 
or hodge podge of sectional and local tariff rates, which often add to our 
troubles and increase world misery.” 

Between 1923 and 1928, for example, the domestic manganese indus- 
try, though protected by a duty of one cent per pound on ores of more 
than 30 per cent manganese content, supplied only 8.3 per cent of United 
States consumption. The Hawley-Smoot Act raised the rate still further 
by making the duty applicable to ores containing over 10 per cent man- 
ganese, so that in 1933 the specific duty was equivalent to an advalorem 
rate of 110 per cent, but even so home production supplied less than 10 
per cent of domestic consumption. It has been estimated that the industry, 
which employed only 354 men in 1929, cost American consumers $98 
for every ton of domestic manganese used in this country from 1923 to 
1928. This seems an unjust penalty for the consumer to pay. If, for strate- 
gic reasons, it is deemed necessary to keep the mines in production, this 
could surely be handled much more cheaply by means of a subsidy. But 
the contradiction involved in a policy of paying dearly for the privilege 
of watching the exhaustion of a limited and irreplaceable reserve in order 
to be self-sufficient in an emergency is too obvious to need further com- 
ment. 

Congress could not hope to deal adequately with the myriad items of 
a modern tariff schedule and the insidious influence of the tariff lobby 
had rendered Congressional tariff-making the reverse of democratic. It 
was thus manifest that, in the interests of democratic control, some revi- 
sion of tariff-making procedures was politically desirable. 

There was only one way out of the dilemma and that was for the legis- 
lative body to confine its activities in tariff matters to prescribing broad 
general policies and to laying down the means whereby these policies 
were to be executed. This is precisely what the Trade Agreements Act 
does. 

The key to the organization and functioning of the whole program is 
the Trade Agreements Committee, an interdepartmental body consist- 
ing of representatives from the Departments of State, Commerce and 
Agriculture, the Treasury, the Tariff Commission and other govern- 





13 Cf. the Lobby Investigation of the Caraway Committee. 
14 Congressional Record, Vol. 78, p. 10,379. 
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mental agencies. This expert committee can thus draw upon all the yag 
accumulated knowledge of foreign trade problems available in these 
governmental agencies. It operates through a series of special subcom. 
mittees, notably the “country committees,” appointed to make detailed 
studies of countries with which an agreement is contemplated, and “com. 
modity committees,’ which prepare information on important commod. 
ities or commodity groups. When special technical problems arise, such a 
exchange control or customs administration, special subcommittees are 
set up to deal with them. Within the Department of State, there was 
established a Division of Trade Agreements, now the Division of Com. 
mercial Policy and Agreements, which bears the ultimate responsibility 
for the making of commercial policy and which conducts the actual 
negotiations. 

If a trade agreement with some foreign country seems desirable, the 


Trade Agreements Committee appoints a “country committee”’ to make | 


an exploratory study. If the latter’s report is deemed favorable by the 
Committee, if the foreign country shows interest in an agreement, and if 
the President approves, the Secretary of State issues a public notice of 
“intention to negotiate” along with a “list of products on which the 
United States will consider granting concessions.” Public hearings are 
then held before the Committee for Reciprocity Information, composed 
almost entirely of members of the Trade Agreements Committee, and all 
briefs, statements, and letters are brought to the attention of the appro- 
priate departments and committees where they are carefully analyzed, 
Thus the reservoir of factual information possessed by men active in 
various lines of business is tapped. On the basis of all available informa- 
tion, the “country committee,” after months of labor, submits to the 
Trade Agreements Committee a detailed report, containing lists of those 
products on which we may request concessions, products on which we 
will consider granting concessions, and recommendations as to the form 
and contents of the general provisions under which trade should be con- 
ducted between the United States and the other country. These two 
schedules and the recommendations, as approved by the Trade Agree- 
ments Committee, the Secretary of State, and the President, become the 
basis of the actual negotiations. Formal negotiations then proceed within 
the limits agreed upon. Any additional problems arising during the nego- 
tiations are referred back, for study and recommendations, to the various 
committees, the Secretary of State, and the President. Our negotiators 
are at all times bound by decisions arrived at in this way. If the negotia- 
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tions are brought to a successful conclusion, the agreement is approved 
by the President, signed by the Secretary of State or his representative, 
and put into effect by Presidential proclamation. 
The advantages of the new procedure over the former practice are 
tent. All available expert information is used, all interested parties gain 
a sympathetic hearing, but special or sectional influences are not per- 
mitted to override the general interest. In the words of a former Assistant 


Secretary of State: 


Never in the past has the United States followed such a careful and expert 
method of dealing with the problem of foreign trade. Never before has con- 
sideration of tariff matters been so free from log-rolling, politics, and narrow 
sectional influences. Formerly professional lobbyists st! crowded 
others off the stage. Now there exists an effective means, available to all 
without cost, whereby everyone is assured of a careful and impartial hearing 
by trained officials who have no party interest to serve. It is the interests of 
our nation as a whole which under the new procedure are shaping our foreign 


commercial policy. 

The procedure which has been developed for the monumental task of 
formulating and negotiating trade agreements is kept elastic and flexible. We 
are continually adjusting it in the light of experience, trying to iron out such 
imperfections as become apparent. It is a process which is thoroughly demo- 
cratic and thoroughly American in the best sense of that word.15 


C. Resutts or THE ReciprocaL TrapE AGREEMENTS PROGRAM 


The reciprocal trade agreements program is not a free trade policy. 
Its use of the unconditional most-favored-nation clause or, in other words, 
of the principle of equality of treatment, does not, as its opponents have 
claimed, result in the progressive destruction of our bargaining power in 
foreign trade. This has been adequately safeguarded by the inclusion of 
the “chief-supplier principle.” The various products imported into this 
country are analyzed according to countries of source and in treaty 
negotiations a concession on an individual product is usually offered only 
to that country which is normally our most important foreign supplier. 
Though such concessions are generalized to third countries enjoying 
most-favored-nation treatment, they obviously are of less value to the 
latter than to the country which obtains the concession. 

The Hull program obtains, by a process of tariff bargaining, conces- 
sions for our exporters by granting concessions, carefully safeguarded 
where necessary, on products imported into the United States for use by 





15 Sayre, F. B. The Way Forward: The American Trade Agreements Program 
(New York, 1939), pp. 96f. 
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American industries and consumers. Many other countries have long used 
reciprocal trade pacts for this purpose. It is indeed curious that Ameri. 
cans, usually so aggressive in business matters, should have been so timid 
when it came to tariff bargaining. 

Has the operation of the trade agreements program justified these 
fears? Have the agreements been advantageous to the United States or 
is it true, as Mr. George N. Peek declared in 1936, that “None of the 
agreements gave any benefits to the United States commensurate with 
the concessions granted”? We shall briefly review some of the main 
concessions received and granted by the United States and then attempt 
to evaluate the results of the program as a whole. 


1. Concessions Received by the United States 


What has the trade agreements program done to promote American 


exports? Have our negotiators been successful in opening foreign mar- 


kets to our products? By 1939 over three thousand concessions were ob- 
tained on almost one third of United States’ exports which in that year 
totaled over $3,000,000,000. The majority of these concessions took the 
form of duty reductions of which there have been about 1,600, but con- 
siderable benefits were also obtained by the 600 bindings against increase, 
the 127 bindings on the free list, and numerous quota changes. By the end 
of 1939 concessions secured covered about three fourths of our exports 
of agricultural products to agreement countries and about one half of 
our exports of industrial goods to the same countries. 

Agriculture benefited, for example, by duty reductions in many agree 
ments on fresh apples, oranges, dried prunes, dried raisins, and other 
fruits. Meat and animal products received numerous concessions. The 
first Canadian agreement reduced the duty on hams by 65 per cent and 
the second bound that duty against increase. Removal of the 10 per cent 
duty on imports of lard into the United Kimgdom was of great importance 
to the corn-hog belt for lard is the third largest of our agricultural exports 
to Great Britain. Lard (corn on the hoof) obtained further concessions in 
the Swiss agreement (which lifted the then existing import embargo, cut 
the duty 50 per cent, and granted the United States a quota), in the Bel 
gian, and in the Dutch agreements. Wheat received concessions in the 
Swiss, Dutch, Canadian, and British agreements, Canada cutting the duty 
60 per cent in the first agreement and the United Kingdom removing the 
preferential duty amounting to about 6 cents per bushel, which had 
tended to direct trade to Canada and Australia. Cotton obviously could 
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not obtain many reductions in duty since it is already on the free list of 
many countries or is dutiable at very low rate; such customs treatment 
was, however, bound by seven countries. The most important benefit of 
the Hull program to the cotton grower comes indirectly, through the 
increased purchasing power created by trade agreements in foreign coun- 
tries, which enables them to buy more American cotton, and from larger 
purchasing power in hands of domestic cotton consumers in the United 
States. 

Among nonagricultural products significant concessions were secured 
on leather, lumber, and petroleum products. Canada, for example, reduced 
the duty on American gasoline. The concessions obtained for exports of 
a long list of American products to the United Kingdom represented an 
important victory for the American policy of equality of treatment. 
Concessions obtained in the British agreement, have twofold significance. 
In addition to more liberalized customs treatment by the United King- 
dom, it is important that the margin of imperial preferences was also 
lowered for various commodities exported by American producers, since 
their ability to compete in the United Kingdom market depends on the 
extent of preference given to the imnerial producer under the Ottawa 
system. By decreasing that preference a significant step is made toward 
the American aim of equality of treatment. 

In the group of industrial exports concessions were obtained in several 
agreements, for example, the Canadian, Colombian, and Venezuelan, on 
various iron and steel products such as plates, pipes, and structural plates. 
Some of the most important were those on machine tools manufactured 
in New England and, to an increasing degree, in the Middle West. Ex- 
porters of agricultural and industrial machinery have benefited greatly 
under the trade agreements program. The British agreement lowered 
the duty on track-laying tractors by 25 per cent, and that on certain tex- 
tile, sewing, and printing machinery by the same percentage. Various 
business machines, typewriters, calculating machines, and accounting 
machines gained numerous concessions, especially in the agreements 
with France and the United Kingdom, two of the most important markets 
for these goods. Automotive vehicles and parts also obtained concessions. 
Belgium cut the duty on passenger cars by 15 per cent, several Latin- 
American countries also granted duty reductions, while quotas were in- 
creased for imports into France and Switzerland. 

These are real and tangible gains for our exporters. They make it 
plain that the agreements signed have made a valuable contribution 
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toward “‘expanding foreign markets for the products of the United States,” 
which was the primary purpose of the reciprocal trade agreements pro. 
gram. The progress and consequently the gains have perhaps not been 
as great as some of its supporters may have wished for, but in view of 
the fact that confidence in this method of making tariff adjustment had 
to be built up and political and economic conditions in the world were 
adverse, the accomplishments are undoubtedly noteworthy. 


2. Concessions Granted by the United States 


Does the record show, as opponents of the program would have us 
believe, that the United States was consistently out-bargained in the 
treaty negotiations? 

Consideration of the list of concessions granted on imports into the 
United States should quickly remove any misgivings on this question, 
Some of the most important concessions consisted of binding the exist- 
ing duty-free status of foreign products not produced commercially in 
the United States. For example, we promised Brazil and Colombia, among 
others, not to place a duty on coffee; we likewise agreed to leave crude 
rubber, bananas, and cocoa on the duty-free list. Duty reductions granted 
on agricultural products were not conspicuously numerous, and not many 
were made on competitive products. Several small reductions were made 
on special cheeses in the treaties with Canada, Holland, Switzerland, 
France, and Finland. We lowered by about 30 per cent the tariff rates 
on wrapped tobacco, which comes mainly from the Netherlands. Reduc- 
tions on seeds and bulbs were rather numerous but could obviously have 
but a negligible effect on employment in this country. In the Canadian 
agreement we reduced duties on whisky, on various kinds of fresh and 
frozen fish, lumber and sawed boards, and aluminum. The agreement 
with Brazil cut the duty on manganese by 50 per cent. 

In the main these concessions were on products which did not compete 
to any great extent with the domestic producer. Dairying interests in 
New York State and in the Middle West and manganese mining inter- 
ests in the West raised a storm of protests over the concessions in the 
first Canadian and in the Brazilian agreement. Of the importance of the 
manganese industry in this country enough has already been said.!¢ Pro- 
ducers of Cheddar, commonly known as “American,” cheese com- 
plained bitterly that the concessions granted to Canada would mean vit- 
tual ruin for the domestic industry. A few figures are sufficient to show 





16 See p. 411. 
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that their prediction was not and could not be borne out. Domestic pro- 
duction did supply 99.84 per cent of United States consumption in 1932 
and 97.78 per cent in 1936. But this is only part of the story. Between 
1932 and 1936 the price rose from about 10 cents per pound to over 15 
cents per pound and in the latter year domestic production reached a new 
high level. United States production of this type of cheese increased from 
371,000,000 pounds in 1932 to 488,000,000 pounds in 1936, to 492,000,000 
pounds in 1937, and to 537,000,000 pounds in 1939. The increase in 
domestic production from 1932 to 1939 amounted to 167,000,000 pounds 
or 45 per cent, and was equal to more than twenty-six times the total 
imports from Canada in 1939. The position of the industry thus improved 
immensely, its gross income increasing from thirty-seven million dollars 
in 1932 to over seventy-five millions in 1936. The agreement obviously 
did the domestic dairy farmer no harm since it is his income and not the 
volume or value of imports that matters to him. The first trade agreement 
with Canada was in fact a noteworthy step in the improvement of com- 
mercial relations between the two countries. The preposterously high 
tariffs on these agricultural products enacted under the Hawley-Smoot 
Act of 1930, which had injured the Canadians far more than it had bene- 
fited domestic producers, had led Canada to retaliate and introduce an 
arbitrary and discriminatory system of valuation of imports from this 
country. 

Under the provisions of the trade agreements with Canada, the first 
of which was effective January 1, 1936, and the second, January 1, 1939, 
United States products not only benefited from lower duties specifically 
provided for in the agreements but also from lower duties resulting from 
the extension to United States products of customs treatment as favor- 
able as that accorded products of any other foreign country. These 
lower duties, which covered nearly eight hundred Canadian tariff items 
and subitems, reduced the margin by which duties on United States prod- 
ucts exceeded duties on British Empire products with a corresponding 
improvement in the competitive situation of the United States in the 
Canadian market. Furthermore, the Canadian customs valuation system 
was liberalized. 

Some important concessions on industrial products were those on china 
and porcelain ware made in the United Kingdom agreement, on watch 
movements in the Swiss agreement (at the time of the agreement there 
were only three producers of watch movements in the United States 
and since the agreement at least one new factory has been established), 
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on shoes in the Czech agreement, and on lace goods and textile products 
and leather goods in various agreements. The consideration for the home 
producer of like products may be illustrated by reference to the conees. 
sions given to the United Kingdom on cotton cloth. Cloths are classified 
according to thread count. Domestic production concentrates on coarse, 
low-count materials while British spinners have specialized in finer, 
high-count grades. In the agreement duty reductions were limited to the 
latter type of goods which do not compete directly with the American 
textile industry. The proposed reduction of the import duty on leather 
shoes in the Czech agreement was hotly contested by domestic manu- 
facturers. Before the agreement American imports of shoes were regu. 
larly equivalent to about 1 per cent of domestic production, not enough 
to keep one large factory of the highly-integrated American industry 
running for a year. The concessions made to Czechoslovakia were s0 
safeguarded by limited classification and otherwise as to assure to the 
domestic producers about 99 per cent of the United States shoe market 
in volume and an even greater percentage in value.!* 

The character of pressure groups is well illustrated by these examples, 
Western farmers protested that the Canadian agreement sacrificed them 
to the New England manufacturers while the latter complained that in 
the Czech agreement they had been “sold” for the sake of agriculture, 
As we have shown, neither accusation was justified and both were based 
on the same fallacy, the failure to recognize that the condition of the 
American market and not the small proportion of domestic consumption 
supplied by foreign producers, is the most important consideration to the 
home producer. As one member of the House put it, it is better to have 
95 per cent of something than 100 per cent of nothing. 

Protests against the program have probably received prominence out 
of all proportion to their number. The Senate Committee on Finance, 


reporting March 8, 1940, on the resolution for extending the reciprocal’ 


trade agreements program said, in part: 


In view of the period of time that this act has been in effect, and the scope 


17 The limited concessions were accompanied by a proviso that if total 
imports from all sources in any year of the classes of shoes covered by the 
agreement should exceed 1.25 per cent of the average annual domestic pro- 
duction of the preceding five years of boots, shoes, and slippers, the United 
States Government could increase the rates of duty on imports in excess of 
this percentage on any or all of the classes of shoes covered by the agreement. 
(The operation of the agreement with Czechoslovakia was suspended as of 
April 22, 1939.) 
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of the action taken under its authority, it is highiy significant that in the 
course of the hearings before this committee and before the Ways and Means 
Committee very few witnesses claimed that actual injury had resulted from 
the agreements. Most of the witnesses appearing in opposition to the program 
based their opposition not on any claim of injury suffered in the past, but on 
the apprehension that injury might be suffered in the future. No convincing 
evidence was presented in support of the relatively few claims that injury has 
resulted from the agreements. The care with which this authority has been 
exercised in the past is the surest guaranty against injury in the future. More- 
over, the committee is convinced that the “‘escape’’ clauses of the agreements 
themselves provide ample flexibility for dealing with such contingencies as 
may occur. 

Certainly no flood of imports resulted from these very limited breaches 
in the high American tariff wall. Indeed, confronted by the extensive re- 
classifications and the elaborate schedules of some of the agreements, it 
is difficult to escape the opinion that the negotiators’ solicitude for the 
domestic producer has sometimes outweighed their zeal for the promo- 
tion of foreign trade. There is little fear of the United States being out- 
bargained. In fact one commentator has pointed out the danger lest “‘in- 
toxicated by their power and their own cleverness, they may drive bar- 
gains that are too good, with a resulting further distortion of our trade 
balance. The danger in our tariff bargaining, then, is not that the foreigners 
will be too smart for us, but that we shall be too smart for our own 
good.” 18 

Opponents of the trade agreements program frequently complain that 
it endangers employment in this country by admitting large imports of 
goods from countries where wages are low. It cannot be too often re- 
peated that the relevant comparison is not between wage rates, but be- 
tween wage costs per unit of production in different countries. In the great 
mass production industries of this country wage rates are commonly 
high. They are high, however, precisely because the high degree of 
mechanization renders the labor more efficient and therefore more pro- 
ductive. Wage costs per unit for the industry, on the other hand, are rela- 
tively low. Whatever element of truth there is in the “cheap labor” argu- 
ment for tariff protection arises from the fact that in a modern industrial 
community, labor is often comparatively immobile as between industries. 
Consequently the shift out of a relatively inefficient industry for which 
protection has been lowered may be a slow and painful process. But the 
statutory limitations on, and modest aims of, the trade agreements pro- 


18 Bidwell, P. W., “The Yankee Trader in 1936,” in Vale Review, N. S. 
Vol. 25, 1935-36, p. 723. 
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gram make it abundantly clear that no such drastic action was contem. 
plated by its advocates. Furthermore, statistics show that in recent years 
increased imports have been accompanied by rising employment and 
increasing income to laborers.!® If tariff protection did safeguard the 
wage levels of American workers one might expect that wages in pro- 
tected industries would be higher than in those industries which produce 
on an export basis. In fact, the opposite is true. In 1935, for example, 
workers in the “export” industries earned on the average $1360. In the 
“protected” industries, which covered but one sixth of the total labor 
force, average annual earnings per worker totaled only $827. Hourly 
earnings in the industries that had benefited most from the trade agree. 
ments program were in the main above the national average in 1939, 
After analyzing the available evidence of the way in which trade agree. 
ments affected the employment of wage earners, the Commissioner of 
Labor Statistics of the Department of Labor concluded that: 

1. Trade agreements have opened the way for a very considerable increase 
of exports Ms manufactured goods, thereby providing additional employment 
in the production of these goods; 

2. The additional employment created in export industries by the trade 
agreements has exceeded any displacement of labor in other industries which 
might conceivably have resulted from concessions made by the United States 
to foreign countries; 

3. Concessions granted by the United States on the products of foreign 
countries have displaced far less labor than is often claimed; 

4. Wage rates in the export industries which have benefited from trade 
agreements are, by and large, considerably higher than the wages in those 
industries which have claimed injury as a result of trade agreements. 

To these conclusions must be added “the fact that additional employ- 
ment and additional wages in the export industries create additional pur- 
chasing power for a wide variety of goods and services which do not 
enter directly into international trade, so that the total additional em- 
ployment resulting from trade agreements is undoubtedly much greater 
than that involved in the production and transportation of exported 


goods.””*° 


19 The General Executive Board of the International Ladies’ Garment 
Workers’ Union warmly supported the extension of the Trade Agreements 
Act in 1940, citing the negotiations of the agreement with Great Britain in 
which concessions were made on textile goods, as justifying their confidence 
that the legitimate interests of the industry would be adequately safeguarded. 
Cf. Hearings on H. J. Res. 407, before the House Committee on Ways and 
Means, 76th Cong. 3rd Sess., 1940» PP- 2884 /s. 

oO 


20 Hearings on H. J. Res. 407 before the House Committee on Ways and 
Means, 76th Cong. 3rd Sess., 1940, p. 2012. 
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3. Evaluation of the Reciprocal Trade Agreements Program 


The trade agreements program has not yet been in force for a decade; 
but the brief years of its existence cover a period of unparalleled change 
in world economic conditions. The Great Depression gradually gave 
way to years of slow and uneven recovery, hindered by the parasitic 

wth of bilateral trading methods which continued to strangle world 
trade. Almost before the Act had become effective the totalitarian gov- 
emments were engaged in preparations for an aggressive war, regulating 
the composition, quantity, and direction of their foreign trade as strategic 
considerations directed. In September, 1939, military hostilities began 
again in Europe. Two years later the Japanese attack on Pearl Harbor 
brought the United States into the conflict. The peaceful aims of the 
Hull program, the reduction of trade barriers and the promotion of equal- 
ity of treatment, faded into the background as every effort was bent 
toward winning the war and the United States adopted measures con- 
trolling foreign trade, which, superficially at least, were in direct opposi- 
tion to her avowed liberal policy, and which in the thirties she had per- 
sistently combated and condemned. 

In a period such as this it is difficult, by statistical or other means, to 
evaluate the achievements of the reciprocal trade agreements program. 
How are the influences of the business cycle and the rearmament boom 
to be separated from the effects of a rather moderate reduction of trade 
barriers? How can we trace the history of some concession items when 
the very granting of the concession entailed substantial modification of 
the tariff paragraphs involved and consequently of statistical information 
based upon such paragraphs. Some statistical evidence is, however, avail- 
able which indicates the achievements of the reciprocal trade agree- 
ments program. It will simplify matters if we divide our investigation 
into two parts, the period before the outbreak of war in Europe and the 
period after September, 1939. This division is, of course, arbitrary. The 
transition from peace to war is more gradual than political events would 
lead us to believe. Strategic considerations and preparations for war were 
of primary importance in the totalitarian countries long before the first 
shots were fired in Poland. On the other hand, the United States did not 
become an active belligerent until more than two years later. But in spite 
of these objections, the division is convenient and helpful. 


a. The Hull Program before the Outbreak of the War in Europe 


By the fall of 1939 agreements were in force with nineteen countries 
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which among them did three fifths of the world’s trading. In that year 
the foreign trade of the United States"was valued at $5,495,000,000, 
about 60 per cent of which was with trade-agreement countries. More 
than a thousand reductions in our rates of import duty were granted i 
return for an even larger number of concessions to our export trade. How 
had these influenced the volume, direction, and composition of our trade 
and the evolution of commercial policy in general? No conclusive answer 
to these questions can be given but significant evidence can be adduced 
to indicate the direction of these effects. 

In 1934 exports from the United States were valued at 1,272,000,000 
gold dollars and represented 11.5 per cent of world exports. Five years 
later United States exports had risen to 1,828,000,000 gold dollars, o 
14 per cent of world exports. Our imports increased from 987,000,000 
gold dollars or 8.3 per cent of world imports in 1934 to 1,821,000,000 
gold dollars or 11.3 per cent in 1937 and declined to 1,158,000,000 gold 
dollars or 8.2 per cent in 1938. Many factors no doubt contributed t 
these changes—fluctuating exchange rates, business cycle influences, 
fears of war and the spread of discriminatory policies in the totalitarian 
countries. The industrial recovery may be a sufficient cause for the rise 
in the absolute figures but the reduction of trade barriers and the fight 
against discrimination probably contributed significantly to the improve 
ment in the relative position of the United States in world trade. 

Additional evidence of the effects of the United States trade policy 
may be brought to light by comparing the rates of increase of exports to 
and imports from agreement and nonagreement countries respectively, 
Between 1934-35 and 1938-39 exports to agreement countries rose by 
62.8 per cent, to nonagreement countries by only 31.7 per cent. Imports 
from agreement countries increased by 21.6 per cent, those from non 
agreement countries by only 12.5 per cent. Thus over this period trade 
with agreement countries expanded much more rapidly than trade with 
nonagreement countries.2! Within the period, however, imports do not 
show a definite trend. Comparison of individual years reveals that im 
ports from nonagreement countries sometimes showed a greater rate of 
increase or a smaller rate of decline than those from agreement countries. 

These figures are significant, but if we are to say with any degree of 
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21 Throughout this comparison figures on United States trade with the 
United Kingdom, British colonies, and Ecuador are omitted because the 
agreements with those countries were in effect for only half or about half of 
the 1938-39 period. 
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assurance that the improvement in the foreign trade situation of the 
United States is traceable to the trade agreements program, we must 
pursue the analysis further, and subdivide the trade with agreement coun- 
tries into commodity groups on which concessions were or were not 

ted. If the evolution of trade in concession and nonconcession prod- 
ucts differs significantly, if, for example, our exports of goods which 
benefited by duty reductions abroad rose faster than other exports, then, 
assuming equal elasticities of demand and unchanged demand conditions, 
we may infer that the change probably resulted from duty reductions. 
Data on this question, which are admittedly fragmentary, have recently 
been analyzed by Dr. Grace Beckett, who concludes, ““When, during the 
period, the value of United States trade with a particular agreement coun- 
try increased, trade in concession commodities at times increased more 
than trade in nonconcession commodities, although this was not always 
the case. When the value of our trade with a particular agreement coun- 
try decreased, trade in concession commodities usually decreased less 
than that in nonconcession products.” 

It appears, therefore, that the attempt to increase the volume and value 
of American trade by the reciprocal reduction of tariff and other ob- 
stacles was fairly successful. But as has repeatedly been pointed out, the 
full effect of a policy which is based upon the automatic extension of 
concessions to third countries is not susceptible to statistical measure- 
ment. To give one example, American exporters gained when Sweden, 
after refusing to reduce her tariff rate on oranges in the Swedish-Ameri- 
can agreement, did so in a subsequent agreement with Spain. Since the 
duty reduction was automatically extended to imports from the United 
States, this country clearly benefited by this agreement. But no statistical 
analysis on a country basis will reveal the extent of all of these indirect 
gains. Furthermore this policy safeguards our trade against a multitude 
of possible discriminations which foreign countries could and undoubtedly 
would practice. Statistical measurement of all of these methods of retalia- 
tion would be impossible. 

The second main aim of the program, the promotion of multilateral 
trade on the basis of equality of treatment, encountered greater difficulty. 
As we have previously mentioned, the chief characteristic of commercial 
policy outside the United States in the thirties was the trend toward 
bilateral, discriminatory trading methods. This the Hull program could 


22 Beckett, Grace, The Reciprocal Trade Agreements Program, Columbia Uni- 
versity Press (New York, 1941), p. 112. 
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check, but could not stop, since, as Dr. Tasca has well shown, it could ng 
wipe out the new quantitative restrictions on trade and foreign exchange, 
The United States, with her high tariff rates, limited authority to redug 
them, and heavy active trade balances with many of the bilateralistically 
inclined countries of the world, was in a poor position to bargain with 
them. “It is not American policy which governs the trade relations ip 
these cases, but the bilateral system of the foreign country which, as long 
as it has an active balance of trade with the United States, can meet the 
requirements of the new exchange provisions. There is no promotion of 
multilateral trade.”** Throughout the years it became increasingly eyi- 
dent that the American trading system resting “upon the premise that 
multilateral trade and payments, facilitated by the principle of equality 
of treatment and originating in private enterprise and initiative, provide 
the system most calculated to expand the world’s real income and so im 
prove the real standard of living of the peoples of the world,’’** was in 
fundamental conflict with the commercial policies of certain other great 
powers, notably Germany, which were developing systems of bilateral 
trade balancing, conducted through the media of exchange control and 
clearing agreements, as a weapon of economic penetration and aggre 
sion. The outbreak of military hostilities only represented an extension 
of this policy by other means. 


b. War and the Reciprocal Trade Agreements Program 


The Hull program represented a persistent and courageous attempt on 
the part of the United States to restore a liberal trading system in the 
world, a system which her own high tariff policy had earlier done much 
to undermine. Considering its limitation to 50 per cent reductions, its 
successes were considerable, but the odds against it were heavy and it 
was unable to halt the march of discriminatory trading methods in a 
world where, more and more, considerations of national power were 
taking precedence over those of economic advantage. 

When war came to Europe, Britain and France, two of the most im 
portant trade-agreement countries, as would be expected, adopted strit- 
gent systems of control over their foreign trade. Such actions, under the 
war escape clauses contained in the agreements with these countries, did 
not constitute violations of the agreements. Since the outbreak of wat 
the scope for going forward with the program has naturally been re- 


23 Tasca, H. J., World Trading Systems (Paris, 1939), p. 144. 
24 ‘Tasca, ibid., p. 141. 
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stricted. This sphere of activity was further restricted when the United 
States became actively engaged in hostilities. The scarcity of shipping, 
and military rather than economic considerations, dominated the nature 
and extent of our foreign trade and forced the United States to make in- 
creasing use of such measures as control of foreign trade and exchange 
and lease-lend aid. During this period, agreements have, however, been 
concluded with various countries mainly in Latin America,”°> under which 
barriers against the exchange of products vitally needed for wartime pro- 
duction and consumption were lowered. These agreements, as well as 
those previously concluded, contribute to the economic cooperation of 
the United Nations. In addition they provide insurance against the 
repetition of the movement toward higher tariffs and discrimination 
which occurred at the end of the last war. 

An active trade agreements program during the war is a constant re- 
minder to the world that the United States intends to do its share in creat- 
ing conditions favorable to the resumption of mutually beneficial trade 
after the war. Although we are forced, under pressure of war needs, to 
adopt measures which seem in direct contradiction to the liberal tradi- 
tion, the new wartime controls over foreign trade “do not necessarily 
imply that the United States has abandoned liberalism as the dominant 
principle in its commercial policy.”*® Official statements and the addi- 
tional agreements signed since the entry of the United States into the war 


25 Since the outbreak of the European war agreements have been signed 
with the following countries: 


Date Signed Date Effective 

Venezuela November 6, 1939 December 16, 1939 
Cuba (supplementary agree- 

ment December 18, 1939 December 23, 1939 
Canada (supplementary fox- 

fur agreement) * December 30, 1939 January 1, 1940 
Canada (supplementary fox- 

fur agreement) December 13, 1940 December 20, 1940 
Argentina , October 14, 1941 November 15, 1941 
Cuba (supplementary agree- 

ment) December 23, 1941 January 5, 1942 
Peru May 7, 1942 July 29, 1942 
Uruguay July 21, 1942 January 1, 1943 
Mexico December 23, 1942 January 30, 1943 
Iran April 8, 1943 

*Superseded by the supplementary agreement signed December 13, 1940. 


% Diebold, William, New Directions in our Trade Policy, Council on 
Foreign Relations (New York, 1941), p- 109. 
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are reassuring on this point. But only the renewal of the Trade Agree. 
ments Act will put the matter beyond doubt. 

In renewing the executive powers to negotiate trade agreements fora 
further period of three years, Congress will do more than continue 4 
proved instrument of United States commercial policy. It is clear from 
many official pronouncements that the postwar aims of the United Ng 
tions in the sphere of commercial policy (the reduction of tariff barriers 
and other obstacles to international commerce, and the restoration of 
multilateral trade on the basis of equality of treatment) are precisely the 
objectives of the trade agreements program. The Atlantic Charter, to 
which all the United Nations have subscribed, and the Mutual Aid Agree. 
ments, are in fact a diplomatic victory for United States’ policy. This is 
underscored by the statement made in the Lend-Lease Report of March 
11, 1942, relating to the settlement of lend-lease obligations. 

The third direct benefit received in return for our aid is an understanding 
with Britain (and prospectively with other of our allies) as to the or, of 
future commercial and financial policy. Article VII of the Agreement of Feb- 
ruary 23, 1942, pledges the signatories to work collectively, with all other 
countries of like mind, for ‘the expansion, by appropriate international and 


domestic measures, of production, employment, and the exchange and con- 
sumption of goods, which are the material foundations of the liberty and wel- 


fare of all peoples.’ Beyond this pledge of 3 emp and cooperative attack 
full 


against the threat of future depression by the fullest utilization of the resources 
of both countries, the two nations agree to remove discrimination from trade, 
to work for the reduction of trade barriers, and to seek generally the attain- 
ment of the purposes set out in the Atlantic Charter. Further conversations 
under Article VII will clarify the policies which must accompany and com- 
plement such a program, if it is to be fulfilled. 

Provisions similar to those contained in Article VII of the agreement 
with Great Britain are contained in mutual-aid agreements with China, 
the Soviet Union, Belgium, Poland, the Netherlands, Greece, Czecho- 
slovakia, Norway, and Yugoslavia. Australia and New Zealand have 
accepted these principles, and Canada, although not a recipient of lend- 
lease aid, has subscribed to them. 

But no policy can have -a future without a present. In extending the 
Trade Agreements Act Congress will give concrete evidence of the de- 
termination of the United States to adhere to these broad policies and 
will actually begin to implement them. The renewal of this Act without 
obstructive amendments is the first necessary step toward the creation of 
the kind of world after the war which is demanded by the economic and 
political interests of the United States. It is indeed an essential step. 
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Unless it is taken the United States will find itself a to — 
other nations that it is sincere in meaning to apie e aie. . 
storing multilateral trade based on equality of trading ri ai 
would be a sad commentary on our democratic nes co oe 
should deprive the Administration of a tried ~ ee vee 
promoting the interests and safeguarding the welfare o pasa’ ty 
when that instrument is most essential and most potent for good. 





